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I OATH OR AFFIRMATION |
| \

1, Stephen R. Kinkade, affirm that, to the best of my knowledge and belief, the accompanying
_ financial stalellnents and supplemental schedules pertaining to Fremont Cap:tal Inc. (“Fremont
Capital”} |as ofjand for: the year ended December 31, 2006, are true and corlrect I further affirm
that neither Frc :mont Capital nor any officer or director has any proprietary mleresl in any account

c ]asmﬁed} solely as. Lha{ of a customer.
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: |

: 2/1.*’/97

I lﬁate

\ /C'-/maclb/ /oi‘/nc“oa,/
' - {Tite /
Subscnbed and sworn to '
befolre me this day
of February, 2007 ' ]

I

' HOWARD SALKIN 2

COMM #1425388 0
NOTARY PUBLIC - CALIFORNIA P
MARIN COUNTY
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INDEPENDEII\IT AUDITORS’ REPORT

To the Audit Commlttee of
Fremont Capltal Inc. |

We have audlted the hccompanymg statement of financial condition of Fremont Capital, Inc. (the

“Company”) as of December 31, 2006, and the related- statements of operations, changes in
stockholder’s equlty and cash flows for the year then ended that you are ﬁhng pursuant to Rule 17a-5

under theJ Securities Exchange Act of 1934. These financial smtements are the responsibility of the

Company|s managemént Our responsibility is to express an oplmon on |these financial statements

based on our audit.

We conducted our audlt in accordance with auditing standards generally accepted in the United States
of Amerlda Those standards require that we plan and perform the audlt to obtam reasonable assurance
about whether the ﬁnancml statements are free of material mlsstatement An audit includes
(on51derat10n of internal control over financial reporting as a basis for demgmng audit procedures that
are approprlatc in the circumstances, but not for the purpose df expressmg an opinion on the
effectiveness of the. Companys internal control over financial reportmg Accordmgly, We EXpress no
such opm#lon An audlt also includes examining, on a test basis, ewdence supporting the amounts and
dlsclosuros ml the fi nan01al statements, assessing the accounting prmcnp]es used and significant
csnmates.made by management as well as evaluating the overall financial statement presentation. We
believe that our audit prowdes a reasonable basis for our opinion.

In our epinion, such ﬁnanmal staterments present fairly, in all rnatenal respects the financial position
of Fremont Capital, Inc as of December 31, 2006, and the results of its operatlons and its cash flows
for the year then ended in conformity wnth accounting principles generally accepted in the United
States of America. l

Our audit was conductled for the purpose of forming an opinion on the ba51c financial statements as a
whole. The supplemental schedules appearing on pages 11 and 12 are prescnted for the purpose of
.1dd1tlonal ana1y51s and are not a required part of the basic financial statements but are supplementary
mformanon reqmred by Rule 17a-5 under the Securities Exchange ?Act of 1934. These schedules are
the responmbdllty of the Company’s management. Such schedules have been subjected to the auditing
procedures apphed in our audit of the basic financial statements and in odr opinion, are fairly stated
in all material respects when considered in relation to the basic ﬁnan]mal statements taken as a whole.

As discussed i in Note 1 to the financial statements, the accompanymg ﬂnapolal statements have been
prepared from the books and records maintained by the Company and may not necessarily be
indicative, of the conditions that would have existed or the results of operat:ons if the Company had

operated lndcp‘endently of Fremont Investors, Inc.
|

February 20, 2007 ‘

Deloitte Touche Tohmatsu

|
, |
r Member of

ixkj | . . I j

San Francisco, CA 94105-2230




FREMONT CAPITAL, INC. |
STATEMENT OF FINANCIAL CONDITION
December 31, 2006

Cash and cash equivalents
Prepaid expe%’lses

Total assets
|

LIABILITIES AND STOCKHOLDER'S EQUITY
i |

Liabilities: l
Accrued expenses
! :
Payables to related‘ parties
)
| Total liabilities
| |
|
|

Stockholder's Equity: .

Common stock, par value $0.01 per share; 10,000 shares
authorized; 50 shares issued and outstanding

: P [
Capital in excess of par value

| ;
Accumulated deficit

Total sttl)ckholder's equity
|

J Total liabilities and stockholder's equity

part of these financial statements.

3.

: j
The accompanying notes are an mlcgra‘l

|
|
|

]

8

83,773

1,629

85,402

12,776

3,381

16,157

1
469,999

(400,755)
69,245

85,402

L
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FREMONT CAPITAL, INC.
STATEMENT OF OPERATIONS °
For the year ended December 31, 2006

RGVBHUEI

Interest income
|
|
Total revenues
' I
Expenses: "
. E {
Change in Vflue of llmding securities .

J l

Administrative services expenses paid to a related party

Regulatory i;'ees

|
Consulting f"ees

\

Other opera;ling ex

CNses

i
Total expenses
|

. : i
Loss before m‘come taxes
|
L |
Income tax expense

—————

i
|
Net loss i
i
|

\ The accompanying notes are an integral
part of these financial statements.

4.

$ 4,033

4,033

12,676
78,144
16,429
5,200
2,058
114,507
(110,474)
(800)

$ (111,274)



FREMONT CAPITAL, INC.

'STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
‘! For the year ended December 31, 2006

" Balance,
Neit loss

Balance,

|
|
|

+
\
i
|

I
|
|
|
|
|
|
|
|
|

|
|
l

[ The accompanying notes are an integral
part of these financial statements.

s

I
‘ Capital in ‘
| Common Excess of Accumulated Stockholder's
f | Stock Par Value . Deficit Equity
[ .
| i !
Janu:jiry 1, 2006 8 1 8 469999 § (289,481) & 180,519
A | . |
. } _ - (1111274) (111,274)
| | |
Deceimber 31,2006 % I 8§ 469999 § (400,755) 8 69,245



FREMONT CAPITAL, INC.
STATEMENT OF CASH FLOWS
For the year ended December 31, 2006

Cash flows from operating activities:
Net loss /

Adjustments to reconcile net loss to net cash
used in operating activities:

Decrease in prepaid expenses
o . |
Increase in accrued expenses
Decrease in payables to related parties
Decrease in trading secunties, net
Net cash used in operaling aclivilies
i
Net decrease in cash and cash equivalents
' |

Cash and cashi equivalents, beginning of year

Cash and cash equivalents, end of year
|

The accompanying notes are an integral
part of these financial statements.

-6-

$

$

(111,274)

823
426
(3,888)

_ 100873
(13,040)
(13,040)
96,813

83,773

ot
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FREMONT CAPITAL, INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2006

Orgamzatlon :

Fremont Capltal Inc.' {the “Company '} was incorporated in Delaware on February 9, 1993
under thet ndme of Fremont Securities, Inc. The name was changed to Fremont Capital, Inc.
elfective April 9, 1993 On June 4, 1993, the Company was granted reglslratlon as a broker-

b
Lr

| 113
dealer in securities by the Securities and Exchange Commission SEC '} pursuant to Section

15(b) of the Securities Exchange Act of 1934. The Company was accepted as a member of the
National Association nl.)f Securities Dealers, Inc. (“NASD”) on July ]6l 1993. The Company's
primary blusmess is aclmg as an agenl in the placement of limited pa!rlnershlp interests and
providing administrative services lo related parties. The Company does not carry securities
accounts for customers.

The Company is a wholly-owned subsidiary of Fremont Investors, In¢. (the “Paremt”). The
Company | lhas incurred operating losses and negative cash flows from operations. The Company
plans to f||nance its operalions primarily through financing from its Parent, which has commiite :d
to continue funding the Company as needed through at least December 3'1 2007.

| |
Signiﬁcal;lt AL'counting Policies:
Basis of Acc ountmg ‘
Revemljes and expenses related 1o selling interests in limited partnerships are recorded upon
appruval of a]i required documents for the limited partnership.-Revenues relaled to providing
admmnstralwe services are recorded as carned, while the relaled expenses are recorded as
mcurred

'
Cash and Cash Equivalents:
Cash and cash equivalents consist of a demand deposit account at Wclls Fargo Bank, N.A.
and amounts held in a money market mutual fund managed by a third party (note 4). The
Compalny classifies all short-term, highly liquid investmenis with orlgmdl malurities of three
months or less as| cash equivalents. Due to the relatively shorl term nature of these

mvestmenls the carrying value approximates fair value.

| :
Fmancml Instrumenis: ;

The Company does not enter into forwards, swaps, futures or other derivative product
transactions that resull in off-balance sheet risk. The camrying ambounts of other financial
mslrunlaenls recorded in the Statement of Financial Condition| (which include cash,

receivables and payal)les) approximate fair valuc at December 31, 2006.

-7
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: FREMONT CAPITAL, INC. '

NOTES TO FINANCIAL STATEMENTS, Contlnued
" December 31, 2006

L

.Signiﬁcan‘t Accounting Policies (continued):

Investments: | .
Common stolck that is registered for public sale is valued at the last sale price and voting trust
" certificates that are|not registered for public sale are valued at the las|t sale price per share of
common stock as la proxy for the value of. these certificates. Warrants are valued by
manage’:men't using _an -option pricing 'model. Gains and losses from 'sales and market value
ﬂuctualtions lare included in change in value of trading securities.
1
Taxes on Income:
-The Compallly is a member of a group that includes the Parent and files both a consolidated
federall incame laxl and a combined California franchise tax returnl Under the tax sharing
agreemlenl with lhe Parent, the Company's current and deferred tax. liabilities are calculated
as if it Were a separalc taxpayer, except that the effect of gradualed rates is not considered.
|
Deferred income laxes are provided for differences between the financial and lax bases of an
asset or llalnl:ty th‘lal will result in taxable or deductible amounts in future years when the
asset or liability is recovered or settled, respectively. A valuatlon allowance is recognized for
deferred tax assets when it is more likely than not that some porhon or all of the deferred tax

asset w:ll not he rez’allzed

Use of) Esuénalcs :
The prepar.mon of financial stateménts in conformity with accountmg principles generally
accepled 1r|1 the Umled States of America requires management | o make estimates and
assumptwns that affect the reported amounts of assets and |1ab|1|t|es and disclosure of
conllngenl Iass.els and liabilities al the date of the financial staterlnenls and the reported
amounts of 'revenues and expenses during the reporting period. Actual results could differ
from those esllmales

chulalo’r) Requnrellnenls
Asa rcg:slered broker dealer with the SEC and a member of the NASD the Company is subject
to the SEC s Uniform Net Capital Rule 15¢3-1, which requires lhe malntenance of minimum net
capilal, as defined, anld of a ratio of aggregate indebtedness to net capltal not exceedmg 15 to 1.
At December 51 2006, the Company had net capital of $66, 003, which was $61,003 in excess
of its reqlmred net capital of $5,000, and the Company's ratio of aggregate indebtedness to net
capital wzlas 0. <!4-48 to ] ]

| !
The Company does nol hold customer funds or securities and clalms exemptlon from the
prowsmns of Hule 1503 3 based on Section (k)(2}H1).

|

|
|
|
|
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FREMONT CAPITAL, INC.

: NOTES TO FINANCIAL STATEMENTS, Continued
? December 31, 2006 _

Related Party Transactlons
Fremont Croup Management L.P., a related party to the Parent, provides administrative,
accounting, legal, tax 'and other support services under the terms of an jadministrative services

agreement. Fo'r the ye:ar ended December 31, 2006, these fees totaled $7|'8 ,144.

As of December 31, 2006, the Company has recorded a payable to the Parent in the amount of
$3,381. This balancé represents payments made by the Parent on beHalf of the Company for
audit serfwces‘ and Callforma State income taxes, in the amounts of $2,581 and $800,
especllvely | '

* The Company invests in a money market mutual fund that was forrner]y managed by an affiliate.

The managemf‘nt of th'e mutual fund was transferred to a third party on January 14, 2005 and as

of Decemlber 31 2006 there was an agreement between the third party and the affiliate whereby

certain payments were to be madeé between the third party and the|affiliate contingent on

revenues earned by the third party for managing the mutual fund.
: ;

|

Income 'll’axeé:
Income laxes:-expense'is summarized as follows: -
|

|

Currer%t:
! Federal $ -0-
' . State' 800
| $ 1800
j ‘
f Deferred:
Federal 3 -0-
: State! : -0-
! —_
1' : $ | -0
’I‘c;tél $ 800

TAt December 31 2006, deferred lax assels were $170,350, while deferred tax liabilities were

| l-
$-0-. - Delferred tax assets are attributable to state and federal nét operating loss carryforwards.
Management does not believe that the, ,Company has the ability. to utilize its net deferred tax
assels a;,amsl fulure income and, therefore, a valuation allowance of $170,350 has been

‘establishéd for those l"lCl operating loss carryforwards which are not expected to be realized. This

valuation| allowance increased $43,905 during the year to reflect the additional net operating

‘ Ioss carryforwards gel?eraled by the Company that are not expected to be realized.

!
The Company's effecllvc tax rate differs from the federal statutory rate of 35% in 2006 due
primarily 110 lhe valuallon allowance and state franchise taxes (net of feddral tax benefit).

| - 9 .
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FREMONT CAPITAL, INC.
December 31, 2006

SUPPLEMENTARY INFORMATION
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FREMONT CAPITAL, INC. Schedule 1
Computation of Net Capital For Brokers and’ Dea]ers

Pursuant to Rule 15¢3-1 Under the Securities Lxchange Act of 1934
as of December 31, 2006 v

i,

L. - . .
Computation of Net Capital Requirements:

Totallstockholder's equity {from Statement of Financial Condition) $ 69,245
Less :prep.aid expenses ' (1,629)
Tentative net capital i 67,616

Less jhaircuts on securities owned: .:/
- Haircut on money market funds (1,613)
Net capital ': 66,003

Mlnlmum net capital requirement of 6 2/3% of aggregate
mdeblf dness (81,077} or $5,000, whichever is greater M 5,000

Excess net capital : $ 61,003
k] ;;l

Aggr;agale indebtedness:

Accrued exiJenses ' : $ 12,776
. Payables to related parties . 3,381
Total aggregate indebtedness $ 16,157

Rali(% of aggregate indebtedness to nel capital g 0.2448 to 1

;
No matendl dlfferences exist between the above information and the compuldtlon included

in lhe Company's unaudited FOCUS Reponrt filing as of December 31, 2006

‘;?'

-11- &



Schedule [I

FRhMONT CAPITAL, INC. ‘
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15c3 3

| Unider the Securities Exchange Act of 1934
| . December 31, 2006 \‘]
i .
|

!’.‘
D

)
! ' )
An exemption from Rule 15¢3-3 is claimed, based upon Section (k)(2) (i).

' dr
! i

REQU]RFMLNTS UNDER RULE 15(,3 33

Under the Securities Exchange Act of 1 934
December 31, 2006

|
|
f
|
II\{JFORMATION RELATING TO POSSESSION OR CON r ROL
|

| _ ¢

.

Not applicable.

Schedule IH

5 FREMONT CAPITAL, INC.

RECONC[LIATION OF THE COMPUTATION OF NE'] CAPITAL
| December 31, 2006

‘g'

AN
There,are no differences between the net capital compulalwn

on Schedule I and the computation per the t

Company‘s correspondmg unaudited Form X-17A-5 Part 8B ll A filing.

1

-12-




FREMONT CAPITAL, INC,

REPORT OF INDEPENDENT AUDITORS. |

' ON INTERNAL CONTROL REQUIRED BY

SEC RULE 17a-5

f .

Under the Securities Exchange Act of 19'34 |

" December 31, 2006

‘ J

i
A



Deloitte.

50 Fremont Street
San Francisco, CA 94105-2230
USA

Tel: +1 415 783 4000
fax: +1 4157834329
www.deloitte.com

February 20, 2007

Fremont Capital, Inc.
199 Fremont Street
San Francisco, CA 94105

In planriing and performing our audit of the financial statements of Fremont Capttal, Inc. (the
"Company") as of and for the year ended December 31, 2006 (on whlch we issued our report
dated Febmary 20, 2007) in accordance with auditing standards generally accepted in the United
States of America, we considered the Company’s internal control over financial reporting
(“internal control”) as a basis for designing our auditing procedures for the purpose of expressing
an opinion on the ﬁnanc1a1 statements, but not for the purpose of expressmg an opinion on the
effectlveness of the Company's internal control. Accordingly, we do not express an opinion on
the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the "SEC"),
we have made a study of the practices and procedures followed by the Company, including
consrdelratlon of control activities for safeguarding secunities. This study included tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated 1r|1 Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net
capital under Rule l7a—3(a)(l 1) and for determining compliance with the exemptive provisions
of Rule 15¢3-3. We did not review the practices and procedures fo]lowed by the Company in
making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13 or in complying with the requirements for
prompt payment for securities under Section 8 of Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System, because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
resp0n51b111ty, estimates and judgments by management are required. to assess the expected
beneﬁts and related costs of internal controls and of the practices and procedures referred to in
the preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and
the practices and procedures are to provide management with reasonable, but not absolute,
assurance that assets for which the Company has responsibility are safeguarded against loss from

Member of
Deloitte Touche Tohmatsu



unauthohzed use or disposition, and that transactions are executed in accordance with
managerpent s authorization and recorded properly to permit the preparatlon of financial
statements in conformity with accounting principles generally accepted in the United States of
Amerrca Rule 17a—5(g) lists additional objectives of the practices and procedures listed in the
precedmg paragraph' b
N
Becauseiof mherent hmrtatrons in internal control and the practices and procedures referred to
above, error or fraud' may occur and not be detected. Also, projection’ of any evaluation of them
to future' penods 15 subject to the risk that they may become madequate because of changes in
condmons or:that the effectiveness of their design and operation may detenorate

l ‘
A control deficiency exists when the design or operation of a control does not allow management
or employees in the normal course of performing their assigned functlons to prevent or detect
mlsstatements ona trmely basis. A 51gmﬁcant deficiency is a control: deﬁc1ency, or combination
of control dehclenmes that adversely affects the entity’s ability to mltlate authorize, record,
process, ror report financial data reliably in accordance with accountmg principles generally
accepted in the Umted States of America such that there is more than" a remote likelihood that a
mlsstatement of the entlty s financial statements that is more than 1nconsequentlal will not be
prevented or detected by the entity’s internal control. !
A matenal weakness is a significant deficiency, or combination of srghlﬁcant deficiencies, that
results i m more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control. "4

H
Our consrderatron of mternal control was for the limited purpose descnbed in the first and
second paragraphs and would not necessarily identify all deficiencies i in intemal control that
might be materlal weaknesses We did not identify any deficiencies 1n1 internal control and
control act1v1t1es for! safeguarding securities that we consider to be material weaknesses, as
defined above ?’
We understand that practlces and procedures that accomplish the Ob_]CCthGS referred to in the
second paragraph ofithis report are considered by the SEC to be adequate for its purposes in
accordance wrth the Securltres Exchange Act of 1934, and related regulatlons and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
madequacy for such rpurposes Based on this understanding and'on our study, we believe that the
Company's practlces and procedures, as described in the second paragraph of this report, were
adequat'e at December 31, 2006, to meet the SEC’s objectives. (,%

%
This rep‘ort 1s mtended solely for the information and use of the Board lof Directors, management,
the SEC Natlonal Assocmtlon of Securities Dealers, Inc., and other regulatory agencies that rely
on Ru]e‘ 1 7a-5(g) under the Securities Exchange Act of 1934 in their regulatlon of registered
broker-dea]ers and is not intended to be and should not be used by anyone other than these
spemﬁep pames | !

Yours truly, ' B

Debiitl £ e P «'

- END



